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1 The Guidelines were published as an ap-
pendix to the interim rule on Empowerment
Zones; Second Round Designation, published
in the FEDERAL REGISTER on April 16, 1998.

the economic development advantages
of energy efficiency and use of renew-
able energy resources, and improve
transportation, education, public safe-
ty, and enhanced access to information
and technology among all segments of
the community.

(b) Elements of strategic plan. The
strategic plan must include the fol-
lowing elements:

(1) Vision and values: The commu-
nity’s strategic vision for change—a
statement of what the community be-
lieves its future should be, and a state-
ment of the community’s values that
guided the creation of the vision. Ex-
plain how the vision creates economic
opportunity, encourages self-suffi-
ciency and promotes sustainable com-
munity development.

(2) Community assessment: A com-
prehensive assessment of existing con-
ditions and trends within the commu-
nity, which includes, as a minimum:

(i) Assessment of problems and opportu-
nities. A description and assessment of
the trends and conditions within the
community and of the surrounding re-
gion that form the basis of the stra-
tegic plan. The assessment will include
an analysis of the strengths and assets
of the community and region, as well
as needs and problems, and should in-
clude a description of poverty and gen-
eral distress, barriers to economic de-
velopment and barriers to human de-
velopment; and

(ii) Resource analysis. An assessment
of the resources available to the com-
munity, including potential resources
outside the nominated area, to address
identified problems and needs, and
maximize opportunities that exist
within the community. Such resources
may include financial, technical,
human, cultural, educational, leader-
ship, volunteerism, communications,
transportation and commerce centers,
rail and mass transit linkages, redevel-
opable land (including land, such as
ports, that can be designated as ‘‘devel-
opable sites’’ under the additional 2,000
acres available), public space, infra-
structure, and other community and
regional assets that form the basis for
the formulation and implementation of
the strategic plan.

(3) Goals: A statement of a com-
prehensive and holistic set of goals to

be achieved through implementation of
the strategic plan throughout the 10-
year implementation period, and a
statement of the strategies the com-
munity proposes to use to achieve the
strategic plan goals, and the identifica-
tion of priority objectives.

(4) Implementation plan: A detailed
plan that outlines how the community
will implement its strategic plan. The
plan will include:

(i) Projects and programs. Provide, for
the first two-year implementation pe-
riod, the following:

(A) A narrative outlining the specific
projects and programs that will be im-
plemented that will result in the
achievement of the community’s goals;

(B) Proposed timelines for imple-
menting identified projects and pro-
grams;

(C) Identification of lead implemen-
ters of identified projects and pro-
grams, along with innovative partner-
ships that will be utilized to insure
maximum community participation
and project sustainability;

(D) Proposed budgets for each identi-
fied project or program, including pro-
jected costs, and sources of funding. In-
formation on sources of funding will in-
clude whether the funding is antici-
pated or committed, and whether fund-
ing is conditioned upon the designation
of the community as an Empowerment
Zone. Evidence of committed funding
is required, and may include letters of
commitment, resolutions of support, or
similar documentation as outlined in
paragraph (b)(6) of this section. Fund-
ing may include cash and in-kind sup-
port from Federal, State and local gov-
ernments, non-profit organizations,
foundations, private businesses and
other entities that will assist in the
implementation of the strategic plan.
Budgets will also include details about
proposed uses of any Round II EZ/EC
SSBG funds that may become available
from HHS, in accordance with Guide-
lines on Eligible Uses of EZ/EC SSBG
Funds.1

(E) Baselines and proposed measur-
able outputs;
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(ii) Tax incentive utilization plan. A
plan for integrating the new business
tax incentives that are available to
designated Empowerment Zones into
the nominated area’s business develop-
ment efforts. The Round II tax incen-
tives include Tax-Exempt Bond Fi-
nancing, Increased Section 179 Deduc-
tion, Welfare-to-Work Credit, Environ-
mental Cleanup Cost Deduction (i.e.,
‘‘Brownfields Tax Incentive’’), and the
Work Opportunity Tax Credit. For a
description of the tax incentives, see
IRS Publication 954, ‘‘Tax Incentives
for Empowerment Zones and Other Dis-
tressed Communities’’;

(iii) Developable sites plan. If the nom-
inated area is to include developable
sites, a plan to describe how the use of
these parcels would benefit residents
and businesses of the nominated area;

(iv) Governance plan. A Governance
Plan for the administration of the stra-
tegic plan implementation process,
which will include the following:

(A) The name of the proposed lead
implementing entity, and other major
administrative entities and their pro-
posed or actual legal status and au-
thority to receive and administer Fed-
eral funds. The strategic plan may be
implemented by the local govern-
ments(s) and/or by the State(s) nomi-
nating an urban area for designation
and/or by nongovernmental entities
identified in the strategic plan;

(B) Evidence that the lead imple-
menting entity and other key entities
participating in the strategic plan im-
plementation have the capacity to im-
plement the plan;

(C) Proposed composition and date of
establishment of any governance
boards, advisory boards, commissions
or similar bodies that will be estab-
lished to manage the implementation
of the strategic plan. Specific informa-
tion will be included regarding rep-
resentation of residents and businesses
of the proposed Empowerment Zone
area, and how members of the boards
or commissions will be selected;

(D) The relationship between any
governance structure created and local
governments and other major commu-
nity or regional organizations, such as
a metropolitan planning organization,
operating in the same geographic area;

(E) The methods by which stake-
holders within the Zone will be kept in-
formed about Zone activities and
progress in implementing the strategic
plan, including a description of plans
for meetings open to the public. The
community should utilize modern com-
munication techniques and incorporate
the Internet in order to enhance the
communication and access to informa-
tion among all stakeholders and par-
ticipants; and

(F) The methods and procedures that
will ensure continuing community and
grassroots participation in the imple-
mentation of the strategic plan and in
the governance of the Zone’s activities.

(v) Community performance assessment.
Methods the community will use to as-
sess its own performance in imple-
menting the strategic plan, and the
process it will use to continually re-
view the plan and amend as appro-
priate.

(5) Strategic planning process docu-
mentation: A description of the process
the community used to select the
boundaries of the proposed Empower-
ment Zone, including the developable
sites, and to prepare the Strategic
Plan. The documentation will:

(i) Explain how the community par-
ticipated in choosing the area that is
being nominated and why the area was
nominated;

(ii) Indicate and briefly describe the
specific groups, organizations, and in-
dividuals participating in the produc-
tion of the plan and describe the his-
tory of these groups in the community;

(iii) Explain how participants were
selected and provide evidence that the
participants, taken as a whole, broadly
represent the racial, cultural, gender,
and economic diversity of the commu-
nity;

(iv) Describe the role of the partici-
pants in the creation, development and
future implementation of the plan; and

(v) Identify two or three topics ad-
dressed in the plan that caused the
most serious disagreements among par-
ticipants and describe how those dis-
agreements were resolved; and

(6) Documentation of commitments: Let-
ters of commitment, resolutions com-
mitting public or private resources,
and other documentation that will
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demonstrate the level of public and pri-
vate resources, both inside and outside
the nominated area, that will be avail-
able to implement the Strategic Plan
and increase economic opportunity in
the nominated Empowerment Zone.

(c) Prohibition against business reloca-
tion. The strategic plan may not in-
clude any action to assist any estab-
lishment in relocating from one area
outside the nominated urban area to
the nominated urban area, except that
assistance for the expansion of an ex-
isting business entity through the es-
tablishment of a new branch, affiliate,
or subsidiary is permitted if:

(1) The establishment of the new
branch, affiliate, or subsidiary will not
result in a decrease in employment in
the area of original location or in any
other area where the existing business
entity conducts business operations;
and

(2) There is no reason to believe that
the new branch, affiliate, or subsidiary
is being established with the intention
of closing down the operations of the
existing business entity in the area of
its original location or in any other
area where the existing business entity
conducts business operations.

(Approved by the Office of Management and
Budget under Control Number 2506–0148)

[63 FR 19155, Apr. 16, 1998, as amended at 63
FR 53262, Oct. 2, 1998]

Subpart D—Designation Process

§ 598.300 Procedure for submitting a
nomination.

(a) Establishment of submission proce-
dures. HUD will establish a time period
and procedures for the submission of
nominations for designation as Em-
powerment Zones, including submis-
sion deadlines and addresses, in a docu-
ment announcing the initiation of the
designation process.

(b) Acceptance for processing. HUD will
accept for processing those nomina-
tions for designation as Empowerment
Zones that HUD determines have met
the criteria required by this part.

(c) Publication of designations. An-
nouncements of those nominated urban
areas designated as Empowerment
Zones will be made by publication in
the FEDERAL REGISTER.

§ 598.305 Designation factors.

In choosing among nominated urban
areas eligible for designation, the Sec-
retary will consider:

(a) Quality of strategic plan. The qual-
ity of the strategic plan (see
§ 598.215(b));

(b) Quality of commitments. The qual-
ity and breadth of the commitments
made in connection with the strategic
plan (see § 598.215(b)); and

(c) Other factors. Other factors estab-
lished by HUD, as specified in a FED-
ERAL REGISTER notice.

Subpart E—Post-Designation
Requirements

§ 598.400 HUD grants for planning ac-
tivities.

(a) HUD will award planning grants
up to $100,000 to each of the Empower-
ment Zones designated in accordance
with this part.

(b) Eligible recipients for these
grants are the lead unit of general
local government that received des-
ignation under this part, or its des-
ignee. These recipients may subgrant
all or part of the planning grant to
qualified subgrantees, such as commu-
nity organizations, agencies of local
government, regional planning authori-
ties, or planning consultants.

(c) Eligible planning activities in-
clude: hiring and development of staff,
consulting services, publication of ma-
terials, community outreach and par-
ticipation, governing board training,
and similar activities that are intended
to:

(1) Expand the planning capacity of
the designee local government, the
governing board, and/or participating
entities, such as community organiza-
tions;

(2) Help the designee plan the imple-
mentation of the strategic plan; and

(3) Help the designee to develop its
performance measurement process.

(d) The document announcing the ini-
tiation of the designation process de-
scribes the procedures for award of
these planning grants, post-award re-
porting requirements with respect to
the grants, and the uniform require-
ments applicable to all Federal grants.
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§ 598.405 Environmental review.
Where an empowerment zone’s stra-

tegic plan or any revision thereof pro-
poses the use of EZ/EC SSBG funds for
activities that are not excluded from
environmental review under 24 CFR
50.19(b), an environmental review will
be performed as required by applicable
law.

§ 598.410 Public access to materials
and proceedings.

After designation, an area designated
an EZ must make available to the pub-
lic copies of the strategic plan and sup-
porting documentation and must con-
duct its meetings in accordance with
applicable open meetings statutes.
HUD may make the strategic plan and
supporting documentation available to
members of the public.

§ 598.415 Reporting.
(a) Empowerment Zones designated

in accordance with this part must sub-
mit periodic reports to HUD. These re-
ports must identify the community,
local government and State actions
that have been taken in accordance
with the strategic plan and provide no-
tice of updates and modifications to
the strategic plan. In addition to these
reports, such other information relat-
ing to designated Empowerment Zones
as HUD requests from time to time, in-
cluding information documenting non-
discrimination in hiring and employ-
ment by businesses within the des-
ignated Empowerment Zone, must be
submitted promptly.

(b) The States must submit periodic
reports to HUD, demonstrating compli-
ance with the certifications it is re-
quired to submit in accordance with
this part.

(Approved by the Office of Management and
Budget under Control Number 2506–0148)

[63 FR 19155, Apr. 16, 1998, as amended at 63
FR 53262, Oct. 2, 1998]

§ 598.420 Periodic progress determina-
tions.

HUD will regularly evaluate the
progress of implementation of the stra-
tegic plan in each designated Em-
powerment Zone on the basis of avail-
able information. HUD also may com-
mission evaluations of the Empower-

ment Zone program as a whole by an
impartial third party, at such intervals
as HUD may establish.

§ 598.425 Validation of designation.

(a) On the basis of the periodic
progress determinations described in
§ 598.420, and subject to the provisions
relating to the revocation of designa-
tion in § 598.430, HUD will make find-
ings on the continuing eligibility for
and the validity of the designation of
any Empowerment Zone.

(b) HUD may approve an Empower-
ment Zone’s request for boundary
modification, subject to the require-
ments specified in subpart B of this
part.

§ 598.430 Revocation of designation.

(a) Basis for revocation. The Secretary
may revoke the designation of an
urban area as an Empowerment Zone if
the Secretary determines, on the basis
of the periodic progress determination
described at § 598.420, that the State(s)
or local government(s) in which the
urban area is located:

(1) Has modified the boundaries of
the area without written approval from
HUD;

(2) Has failed to make progress in im-
plementing the strategic plan; or

(3) Has not complied substantially
with the strategic plan.

(b) Letter of warning. Before revoking
the designation of an urban area and
an Empowerment Zone, the Secretary
will issue a letter of warning to the
nominating State(s) and local govern-
ment(s), with a copy to all affected
Federal agencies of which the Sec-
retary is aware;

(1) Advising that the Secretary has
determined that the nominating local
government(s) and/or State(s) has:

(i) Modified the boundaries of the
area without written approval from
HUD; or

(ii) Is not complying substantially
with, or has failed to make progress in
implementing the strategic plan; and

(2) Requesting a reply from the nomi-
nating entities within 90 days of the re-
ceipt of this letter of warning.

(c) Notice of revocation. To revoke the
designation, the Secretary must issue a
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